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On the Value of Policies for Surrender. 

[Extracted from The United States Assurance Gazette.] 

lHE sum to be paid by a Society to a member for tbe surrender 
of his policy, so as to give a just value for tbe same in fairness to 
the policyholder and with safety to the interests of the Society, is 
a question often mooted in the routine of life insurance business, 
without any rules being adopted to determine the rate of interest 
and mortality for calculation ; and a little consideration must con- 
vince anyone of the importance of having established rules and 
tables to show the policyholder what to expect for the surrender 
of his policy, and the course to be adopted by the Society for its 
safety and for the advantage of the existing insurers— evidently the 
more important consideration of the two, where the Office is in the 
habit of buying its policies. 

On one hand, where a policyholder does not'find it his interest, 
in consequence of his means or of removal, to continue his policy, 
it can be but fair for him to be paid a certain value for his policy 
being surrendered, as laid down by rules or tables. On the other 
hand, the giving him a value by which he becomes charged only as 
if he had made a temporary insurance, would not be fair to the 
existing members by the option allowed in the policy of continuing 
the same in case of his health declining, and also from his with- 
drawal from future participation in providing for the establishment 
of the Society. Because, if we suppose a Society to buy half the 
life policies existing, the consequence would be the withdrawal of 
the healthy lives, and expenses of the establishment devolving on 
one half the annual income from premiums — paralyzing the Com- 
pany in its operations. 

In view of these considerations, although the Companies usually 
allow but 4 per cent, compound interest to the insurer on his money, 
that it may be guarded against adverse contingencies, the adoption 
of that rate for the valuing of policies for surrender would not 
apply, as in paying for a policy the Company has to calculate for 
the money it pays out, and therefore, for the safety of the Society, 
the rate of interest must be maximum instead of minimum. 

In some American Offices the policy for surrender is valued in 
net, by the same rule used in determining the reserve for rein- 
surance ; but they pay to the party surrendering only two thirds of 
this value, the other third being retained by the Company to cover 
the risk of good lives giving up their policies. 

The usual method of ascertaining the price to be given for a 
policy, by taking the difference in the tabular premiums and then 
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deducting so much per cent, for the loading on said premium, 
thus allowing only 4 per cent, to the Company, must be con- 
sidered as too high a price if the above reasons are right, and at 
best but a very slovenly way of arriving at the value of surrendered 
policies, when we come to consider amongst other things that the 
loading is not usually equal at every age. 

The rate charged in paying for a policy, adopted by the London 
actuaries, is 5 per cent. — a rate we may consider about equal, com- 
paratively, to the maximum rate. 

The Carlisle mortality being moderate, from experience it may 
be considered as a safe rate, in conjunction with 6 per cent, com- 
pound interest, for valuing policies for surrender. A sample table 
of values calculated at those rates we give as under, for the benefit 
of our readers and as affording an interesting view of the value at 
different ages from twenty to fifty, and a policy from one to forty 
years old. 

The following examples will exhibit a few of the values taken 
from the Table of .the Value of Life Policies, Carlisle 6 per cent., 
showing the value per cent, of policies of different ages of entry at 
the end of any number of years : — 



Age at 
Entry. 


Value in 
1 year. 


5 years. 


10 years. 


20 years. 


30 years. 


40 years. 


20 
30 

40 
50 


Dollars. 
0-44 
0-55 
0-86 
1-80 


Dollars. 
2-55 
3-19 
4-42 
9-52 


Dollars. 

5-49 

7-26 

10-54 

20-01 


Dollars. 
12-36 
1704 
28-44 
39-83 


Dollars. 
21-60 
3364 
46-18 
58-23 


Dollars. 
37-28 
5000 
62-64 



FOREIGN INTELLIGENCE. 

Gotha Mutual Life Assurance Bank. — Extract from the Report for 1855. 
I. — Assurances. 

1. Proposals: — Persons. Amount. 

Proposals made in the course of 1855 .... 1,699 £352,328 
Standing over from 1854 50 11,386 



The accepted of these proposals were — 

Persons. Amount. 

Of persons who were not yet assured 1,156 £245,171 

Of persona who were already assured 249 45,200 



1,749 £363,714 



Refused or reduced by the Society .... 
Withdrawn, not completed or reduced by the parties . 
Standing over for consideration at the end of the year 



1,405 

271 
24 
49 



290,371 

56,371 

6,300 

10,672 



1,749 £363,714 



